Banks area unit are providing less liquidity to lenders; however the demand for funds by the lenders has been increasing day by day which ends in serious losses in fastened financial gain. The impede in Repo rate decrease the bank's disposition to supply liquidity in fastened financial gain markets as marginal profits reduces. Liquidity management was ready to expeditiously mitigate liquidity risk. Hence, thereought to judge the liquidity of scheduled business public sector banks. The adoption of the Descriptive Research Design was appropriate and effective in the present study. The study has been conducted for the period from 2006-07 to 2015-16 for all scheduled commercial public sector banks. The study specifically aims to evaluate the liquidity of scheduled commercial public sector banks. The choice of variables was based on previous relevant studies. Panel Autoregressive Distributed Lag model (ARDL) model is used. Error correction representation of the ARDL model showed the short-run elasticity. Results represented that in the short-run D (SLR(-3) ) is the most significant factor (with the negative coefficient and largest tratio) to assess liquidity. It implied that there is negative (-0.045) and significant (0.000) relationship between Statutory Liquidity Ratio at lag 3 and Liquidity at 5% level of significance.
(ARDL) model avoids the said limitations. Pesaran and Shin (1996) and Pesaran et al. (1999) formulated this approach while Pesaran et al. (2001) amended it further. This model unlike the other models does not require all the variables to be stationary at the same order. This model is equally superior if all variables in the model are I(1) or I(0) or even mixture of I(1) and I(0) (Pesaran and Pesaran, 1997) . Pesaran and Shin (1999) concluded that ARDL model provides robust results in case of small samples of the long-run coefficients.
Model Specification:
The ARDL (liq,q1,q2......qk) model specification is given as follows:
ϕ (L, liq)y t = ∑ β i (L, q i 
Where ϕ (L,liq) = 1-ϕ1L-ϕ2L 2 -………-ϕp L p β(L,q) = 1-β 1L-β 2L 2 -………-β q L q L is a lag operator; ω t is an intercept term with the fixed lags. i=1,2….,k, P=0,1,2…,n, q=0,1,2….,n, The maximum lag order, n is selected by the user. Sample period, t = n+1, n+2….,m. μ it is the error term Or ARDL specification is: LIQUIDITY = C(1)*LIQUIDITY(-1) + C(2)*LIQUIDITY(-2) + C(3)*LIQUIDITY(-3) + C(4)*LIQUIDITY(-4) + C(5)*LIQUIDITY(-5) + C(6)*NPATA + C(7)*NPATA(-1) + C(8)*ROE + C(9)*ROE(-1) + C(10)*SIZE + C(11)*SIZE(-1) + C(12)*SIZE(-2) + C(13)*SIZE(-3) + C(14)*SIZE(-4) + C(15)*SIZE(-5) + C(16)*CR + C(17)*CR(-1) + C(18)*CR(-2) + C(19)*CR(-3) + C(20)*CR(-4) + C(21)*CRR + C(22)*CRR(-1) + C(23)*CRR(-2) + C(24)*CRR(-3) + C(25)*CRR(-4) + C(26)*CTA + C(27)*CTA(-1) + C(28)*CTA(-2) + C(29)*CTA(-3) + C(30)*CTA(-4) + C(31)*CTA(-5) + C(32)*GDP + C(33)*SLR + C(34)*SLR(-1) + C(35)*SLR(-2) + C(36)*SLR(-3) + C(37)*SLR(-4) + C(38)*SLR(-5) + ε Where, LIQUIDITY=Bank liquidity (liquid assets over total assets) NPATA= Non-performing assets to total assets ROE=Return on Equity CR=Call Rate SIZE=Bank size (natural log of total assets) CTA=Capital to total assets CAR=Capital adequacy ratio GDP=Gross domestic product CRR=Cash reserve ratio SLR=Statutory liquidity ratio ε=Error term
ANALYSIS:
The descriptive statistics are exhibited in table 1 and showed that the average of liquidity is 0.107 with standard deviation of 0.042. The average for Non-performing Assets to total Advances is 1.562 with standard deviation of 1.197, the average for ROE is 12.73 with the standard deviation of 8.909, the average for Call rate consumption is 6.824 with standard deviation of 1.46, the average capital to total asset is 0.0047 with standard deviation of 0.005 and the mean for GDP growth is 7.348 and its standard deviation 1.799 and mean for Size is 6.662 with standard deviation 0.470. Moreover, mean for Cash Reserve Ratio and Statutory Liquidity Ratio is 5.1788 and 23.282 respectively with standard deviation 1.0449 and 1.5581 respectively. Table 2 presented the outcome of the panel unit root test performed for all the variables both at their levels and first differences and second differences correspondingly. The tests are carried out for all the public sector banks from the years 2006-07 to 2015-16. The unit root tests conducted to seek cognizance of these variables of the data used. The results showed that the variable Gross Domestic Product is stationary at level. The variables Liquid assets/ total assets, Capital to total assets, NPA to total advances, Return on Equity, Size, and Call rate are stationary at their first difference with individual effects and individual linear trends. Furthermore, Cash Reserve Ratio and Statutory Liquidity Ratio are stationary at level. The variable Non-performing loans to total loans are stationary at second difference. Hence, this variable has excluded (Choi, I., 2001) . To evaluate the liquidity of scheduled commercial public sector banks the panel Auto Regressive Distributive Lag (ARDL) test has been employed. (2) 0.0684 Source: Compiled from the data taken from RBI statistical tables related to banks in India through EViews 9 (×64). Table 3 , the Probability Chi-Square value of Observed R-squared is 0.0684; hence null hypothesis is accepted, meaning that there is no serial correlation exists in the model. Stability Test: For diagnosing the stability, CUSUM Recursive estimates Test has applied. According to Figure  1 , the line (black) should be within two red lines. It has found that the line is in between 2 red lines; therefore, the model is stable (Figure 1 ).
Panel Unit Root Test:
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Figure 1: Recursive Estimate CUSUM test
Source: Compiled from the data taken from RBI statistical tables related to banks in India through EViews 9 (×64).
Appropriate/ Optimal number of Lags in the ARDL Model:
In dynamic balanced Panel ARDL Model, it is essential to attain unbiased evaluation of coefficients to inculcate it with the estimators. In Panel data for avoiding the biased results relates to estimation of model coefficients, the number of optimal lags of the model according to the number of variables and the number of cross-sections should be chosen. The Results of long-run relationship are responsive to lag-length preferred in the model (Bahmani-Oskooee and Bohal, 2000) . A vital step in the specification of the ARDL model is finding out the lag length as all results are based on the correct chosen of this factor. There are various criteria for selecting of optimal lag length such as Akaike information criterion (AIC), Schwarz information criterion (SIC) etc. AIC has been used (Liew, V. K. S., 2004) . The Five lag is the best measure for this ARDL model (Table 4) . Table 5 is explaining the bound test results just to know either the co-integration exists or not. If co-integration exists only then ARDL can be applied. The guideline is when the F-statistics calculated value is more than the upper bound value, reject the null hypothesis. Ho: No long-run relationships exist If F-Statistics calculated value comes in the bound test more than the upper value (I1 Bound), it implied that the co-integration exists. The F-statistics value is 12.296. The upper bound value is 3.39 at 5 per cent significance level. The F-statistics value comes higher than the upper bound value hence, co-integration exists. There is a long run relationship among the variables. It can be concluded that long run and short run ARDL model can be applied. ARDL (5, 1, 1, 5, 5, 4, 4, 5, 0) Model Dependent Variable Liquidity: Compiled from the data taken from RBI statistical tables related to banks in India through EViews 9 (×64). Table 6 reveals that Non-performing Assets to total Advances are the most significant factor of Liquidity variable in Public sector banks in India. The effect of Non-performing Assets to total Advances on Liquidity is significant at five percent level of significance. The coefficient (0.0065) of NPATA shows that one percent increase in Nonperforming Assets to total Advances leads to 0.0065 percent increase in liquidity in the long-run. Capital to total asset is another significant factor of Liquidity in Public sector banks. At five percent level of significance the effect of Capital to total asset on liquidity is positive. The coefficient (1.744) of CTA indicates that one percent increase in Capital to total asset level improves the Liquidity by 1.744 percent in the long-run. Cash Reserve Ratio again has significant effect on liquidity. The coefficient (0.039) of CRR implied that one percent increase in cash reserve ratio leads to 0.039 percent increase in liquidity in the long-run. The results signified the importance of Nonperforming Assets to total Advances, Capital to total asset and Cash Reserve Ratio in evaluating the liquidity. ARDL (5, 1, 1, 5, 5, 4, 4, 5, 0 Source: Compiled from the data taken from RBI statistical tables related to banks in India through EViews 9 (×64). Table 7 contains the results of error correction representation of the ARDL model. Coefficients of the variables showed the short-run elasticity. Results represented that in the short-run D(SLR(-3)) is the most significant factor (with the negative coefficient and largest t-ratio) to assess liquidity. It implied that there is negative (-0.045) and significant (0.000) relationship between Statutory Liquidity Ratio at lag 3 and Liquidity at 5% level of significance. Likewise, There is negative and significant relationship of Liquidity at lag 2, Liquidity at lag 4, Statutory liquidity ratio at zero lag, Call Rate at lag 3, Cash reserve ratio at lag 3, Capital to total assets at lag 3 and Capital to total assets at lag 4 with the dependent variable i.e. Liquidity. Negative coefficient means the independent variables are converging to the equilibrium. However, there is positive and significant relationship of Size at lag 0, 2, 3 and 4, Statutory Liquidity Ratio at lag 1 with the dependent variable i.e. Liquidity. It implied that the independent variables are diverging to the equilibrium. Non-performing Assets to total Advances, Return on Equity and Gross domestic product does not significantly affect the Liquidity even in the short-run. The coefficient of error correction term (-0.9204) is significant at five percent level. Highly significant negative symbol of the error correction term reinforces the persistence of longrun relationship between the variables. Moreover, the speed of adjustment from previous year's disequilibrium in liquidity to current year's equilibrium is 92 percent.
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